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From: Becher, Scott
‘Sent: Friday, September 05, 2003 4:52 PM
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Public Act 93-0543

SB785 Enrolled LRBO93 02893 SJM 02909 b

AN ACT in relation to taxation.

Be it enacted by the People of the State of Illinois,
represented in the General Assembly:

Section 1. Short title. This Act may be cited as the Film
Production Services Tax Credit Act.

Section 5. Purpose. The General Assembly finds that the
Illinois economy is highly vulnerable to other states and
nations that have major financial incentive programs targeted
to the motion picture industry. Because of the incentive
programs of these competitor locations, Illinois must move
aggressively with new business development investment tools
so that Illinois is more competitive in site location
decision- making for film productions. In an increasingly
global economy, Illinois' long-term development will benefit
from rational, strategic use of State resources in support of
film production development and growth. It is the purpose of
this Act to preserve and expand the existing human
infrastructure for the motion picture industry in 1Illinois.
It shall be the policy of this State to promote and encourage
the training and hiring of Illinois residents who represent
the diversity of the Illinois population through the creation
and implementation of training, education, and recruitment
programs organized in cooperation with Illinois colleges and
universities, labor organizations, and the motion picture
industry. :

Section 10. Definitions. As used in this Act:

"Accredited production" means a film, wvideo, or
television production that has been certified by the
Department in which the aggregate Illinois labor expenditures
included in the cost of. the production, in the period that
ends 12 months after the time principal filming or taping of
the production began, exceed $100,000 for productions of 30
minutes or longer, or $50,000 for productions of less than 30
minutes; but does not include a production that:

(1) 1is news, current events, or public programmlng,
or a program that includes weather or market reports;

(2) 1is a talk show;

(3) is a production in respect of a game,
questionnaire, or contest;

(4) is a sports event or activity;

(5) 1s a gala presentation or awards show;

(6) 1is a finished production that solicits funds;

(7) is a production produced by a film production
company if records, as required by 18 U.S.C. 2257, are to
be maintained by that film production company with
respect to any performer portrayed in that single media
or multimedia program; or

(8) 1is a production produced primarily for
industrial, corporate, or institutional purposes.

"Accredited production certificate” means a certificate
issued by the Department certifying that the production is an

Page 1 of 5
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accredited production that meets the guidelines of this Act.

"Applicant" means a taxpayer that is a film production
company that is operating or has operated an accredited
production located within the State of Illinois and that (1)
owns the copyright in the accredited production throughout
the Illinois production period or (ii) has contracted
directly with the owner of the copyright in the accredited
production or a person acting on behalf of the owner to
provide services for the production, where the owner of the
copyright is not an eligible production corporation.

"Credit" means the amount equal to 25% of the Illinois
labor expenditure approved by the Department. The applicant
is deemed to have paid, on its balance due day for the year,
an amount equal to 25% of its qualified 1Illinois labor
expenditure for the tax year.

"Department” means the Department of Commerce and
Community Affairs.

"Director" means the Director of Commerce and Community
Affairs.

"Illinois 1labor expenditure" means salary or wages paid
to employees of the applicant for services on the accredited
production;

To qualify as an Illinois labor expenditure, the
expenditure must be:

(1) Reasonable in the circumstances.

(2) Included in the federal income tax ba51s of the
property.

(3) Incurred by the applicant for services on or
after January 1, 2004.

(4) Incurred for the production stages of the
accredited production, from the final script stage to the
end of the post-production stage.

(5) Limited to the first $25,000 of wages paid or
incurred to each employee of the production.

(6) Exclusive of the salary or wages paid to or
incurred for the 2 highest paid employees of the
production.

(7) Directly attributable to the accredited
production.

(8) Paid in the tax year for which the applicant is
claiming the credit or no later than 60 days after the
end of the tax year. ,

(9) Paid to persons resident in Illinois at the
time the payments were made.

(10) Paid for services rendered in Illinois.

Section 15. Powers of the Department. The Department, in
addition to those powers granted under the Civil
Administrative Code of Illinois, is granted and has all the
powers necessary or convenient to carry out and effectuate
the purposes and provisions of this Act, including, but not
limited to, power and authority to:

(a) Adopt rules deemed necessary and appropriate for the
administration of the tax credit program; establish forms for
applications, notifications, contracts, or any other
agreements; and accept appllcatlons at any time during the
year. o

(b) Assist applicants pursuant to the provisions of this
Act to promote, foster, and support film production and its
related job creation or retention within the State.

Page 2 of 5
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(c¢) Gather information and conduct inquiries, in the
manner and by the methods as it deems desirable, including,
without limitation, gathering information with respect to
applicants for the purpose of making any designations or
certifications necessary or desirable or to gather
information to assist the Department with any recommendation
or guidance in the furtherance of the purposes of this Act,
including, but not limited to, information as to whether the
applicant participated in training, education, and
recruitment programs that are organized in cooperation with
Illinois colleges and universities, labor organizations, and
the motion picture industry, and are designed to promote and
encourage the training and hiring of Illinois residents who
represent the diversity of the Illinois population.

(d) Provide for sufficient personnel to permit
administration, staffing, operation, and related support
required to adequately discharge its duties and
responsibilities described in this Act from funds as may be
appropriated by the General Assembly for the administration
of this Act.

(e) Require applicants, upon written request, to issue
any necessary authorization to the appropriate federal,
state, or 1local authority for the release of information
concerning a project being considered under the provisions of
this Act, with the information requested to include, but not
be limited to, financial reports, returns, or records
relating to the applicant or the accredited production. ‘

(f) . Require that an applicant must at all times keep
proper books of record and account in accordance with
generally accepted accounting principles consistently
applied, with the books, records, or papers related to the
accredited production in the custody or control of the
taxpayer open for reasonable Department inspection and
audits, and including, without limitation, the making of
copies of the books, records, or papers, and the inspection
or appraisal of any of the assets of the applicant or the
accredited production.

(g) Take whatever actions are necessary or appropriate
to protect the State's interest in the event of bankruptcy,
default, foreclosure, or noncompliance with the terms and
conditions of financial assistance or participation required
under this Act, including the power to sell, dispose, lease,
or rent, upon terms and conditions determined by the Director
to be appropriate, real or personal property that the
Department may receive as a result of these actions.

Section 20. Tax credit awards. Subject to the conditions
set forth in this Act, an applicant is entitled to a credit
of 25% of the Illinois labor expenditure approved by the
Department under Section 40 of this Act.

Section 25. Application for certification of accredited
production. Any applicant proposing a film or television
production located or planned to be located in Illinois may
request an accredited production certificate by formal
application to the Department.

Section 30. Review of application for accredited
production certificate.

(a) In determining whether to issue an accredited
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production certificate, the Department must determine that a
preponderance of the following conditions exist:

(1) The applicant's production intends to make the
expenditure in the State required for certification.

(2) The applicant's production is economically
sound and will benefit the people of the State . of
Illinois . by increasing opportunities for employment and
strengthen the economy of Illinois.

(3) The applicant's production application includes
a provision setting forth the percentage of minority
workers that the production company plans to employ,
subject to any applicable collective bargaining
agreements with a labor organization to which the
applicant is a signatory, to perform work on the
production. This provision should stress the importance
of hiring the percentage of minorities that is set out in
the application.

(4) The applicant's production application indicates
whether the applicant intends to participate in training,
education, and recruitment programs that are organized in

. cooperation with Illinois colleges and universities,
labor organizations, and the motion picture industry and
are designed to promote and encourage the training and
hiring of Illinois residents who represent the diversity
of the Illinois population.

(5) That, 1if not for the credit, the applicant's
production would not occur in Illinois, which may be
demonstrated by any means including, but not limited to,
evidence that the applicant has multi-state or
international location options and could reasonably and
efficiently locate outside of the State, or demonstration
that at least one other state or nation is being
considered for the production, or evidence that the
receipt of the credit is a major factor in the
applicant's decision and that without the credit the
applicant 1likely would not c¢reate or retain jobs in
Illinois, or demonstration that receiving the credit is
essential to the applicant's decision to create or retain
new jobs in the State.

(6) Awarding the credit will result in an overall
positive impact to the State, as determined by the
Department using the best available data.

(b) If any of the provisions in this Section conflict
with any existing collective bargaining agreements, the terms
and conditions of those collective bargaining agreements
shall control.

Section 35. Issuance of Tax Credit Certificate.

(a) In order to qualify for a tax credit under this Act,
an applicant must file an application, on forms prescribed by
the Department, providing information necessary to calculate
the tax credit, and any additional information as required by
the Department. ' ‘

(b) Upon satisfactory review of the application, the
Department shall issue a Tax Credit Certificate. stating the
amount of the tax credit to which the applicant is entitled.

Section 40. Amount and duration of the credit. The amount

of the credit awarded under this Act is based on the amount
of the Illinois labor expenditure approved by the Department

http://www.legis.state.il.us/legislation/publicacts/fulltext.asp?Name=093-0543&print=true 09/05/2003
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for the production. The duration of the credit may not exceed
one taxable year.

Section 45. Evaluation of tax credit program. The
Department shall evaluate the tax credit program. The
evaluation must include an assessment of the effectiveness of
the program in creating and retaining new jobs in Illinois
and of the revenue impact of the program, and may include a
review of the practices and experiences of other states or
nations with similar programs. Upon completion of this
evaluation, the Department shall determine the overall
success of the program, and may make a recommendation to

extend, modify, or not extend the program based on this
evaluation.

Section 50. Program terms and conditions. Any documentary
materials or data made available or received by any agent or
employee of the Department are confidential and are not
public records to the extent that the materials or data
consist of commercial or financial information regarding the
operation of the production of the applicant for or recipient
of any tax credit under this Act.

Section 90. Repeal. This Act is repealed 1 year after its
effective date.

Section 905. The Illinois Income Tax Act is amended by
adding Section 213 as follows:

(35 ILCS 5/213 new)

Sec. 213. Film production services credit. For tax vears
beginning on or after January 1, 2004, a taxpayer who has
been awarded a tax credit under the Film Production Services
Tax Credit Act is entitled to a credit against the taxes
imposed under subsections (a) and (b) of Section 201 of this
Act in an amount determined by the Department of Commerce and
Community Affairs under the Film Production Services Tax
Credit Act. If the taxpayer is a partnership or Subchapter S
corporation, the credit is allowed to the partners or
shareholders in accordance with the determination of income
and distributive share of income under Sections 702 and 704
and Subchapter S of the Internal Revenue Code. The
Department, in cooperation with the Department of Commerce
and Community Affairs, must prescribe rules to enforce and
administer the provisions of this Section. This Section is
exempt from the provisions of Section 250 of this Act.

The credit may not be carried forward or back. In no
event shall a credit under this Section reduce the taxpayer's
liability to less than zero.

Section 999. Effective date. This Act takes effect on
January 1, 2004.

Effective Date: 1/1/2004
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Illinois hopes to get film “action’

Governor OKs 25% tax credit for filmmakers

By John Chase
Tribune staff reporter

August 19, 2003

A scene that has become rare in Chicago in recent years played out Monday on a
South Side street--a film crew making a movie.

But in an attempt to reverse that trend and encourage producers to film more
movies and TV shows in the city and Illinois, Gov. Rod Blagojevich signed a
bill into law giving a tax break to filmmakers. He signed the legislation on the
set of the movie "Barbershop 2," which is in production in the South Chicago
neighborhood.

Support for the tax cut came from the General Assembly and the governor
despite the state's fiscal crisis, which has sent officials scrambling to find ways to close tax loopholes
and raise revenue. But Blagojevich said any tax dollars the state might lose by giving tax credits to
filmmakers will be offset by the infusion that more moviemaking will mean to the local economy.

"When you consider the history of Chicago and Illinois when it comes to making movies, when you
consider all the jobs and the economic benefits directly and indirectly to our economy, it seems like the
time is not only now, but it should have been before now," Blagojevich said.

"What makes the timing particularly attractive to us is the fact that we have a chance here in Illinois to
lead the nation when it comes to providing tax incentives, tax credits and other incentives to induce the
movie industry to make movies here. This is why the timing is so good."

Under the legislation, filmmakers will receive tax credits equal to 25 percent of the wages they pay
Illinois residents working on projects shot in the state. The films or TV shows must cost at least
$100,000 for Illinois labor and be 30 minutes or longer, although shorter films may also qualify.

Once a frequent locale for movie productions, Illinois--Chicago, in particular--has experienced a
precipitous drop in recent years.

Even last year's Academy Award-winning musical "Chicago" wasn't made here.

"In the old days, movies were filmed in Illinois all the time," Blagojevich said. "Now, movies named
“Chicago' are filmed in Toronto."

http://www.chicagotribune.com/templates/misc/printstory.jsp?slug=chi-0308190309aug19& 08/19/2003
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Indeed, Canada has become the biggest competitor. Not only does Canada offer significant tax breaks to

filmmakers, but it also has a favorable monetary exchange rate, making production there even cheaper
for Hollywood studios.

Two producers of last year's "Barbershop" and the sequel being filmed here, George Tillman and Bob
Teitel, said the law will make some filmmakers think about shooting in Chicago, rather than going to
Toronto or some other setting.

"It'll definitely bring movies here. When you talk to the film community out in Los Angeles, a lot of
those guys are tired of going out to Toronto, they're tired of shooting the same locations," said Tillman,
who along with Teitel graduated from the Columbia College film school in Chicago. "They want to get
back and shoot in some places that are new, and Chicago has a lot of that to offer."

The governor Said the decision to give tax breaks to the film industry is a "good first step" and hinted
that bigger breaks might be in the offing. Even if the breaks aren't enough to offset all the cost advantage

Canada enjoys, Blagojevich said the legislation will make Illinois more competitive than other states
seeking film business.

"You can't film all the films in Canada. I don't care how good the exchange rates are," Blagojevich said.
"At some point you're going to make a lot of movies here in the United States, and so why not be the
best we can be here in the United States."end opt trim

Blagojevich said he would make a cameo appearance in "Barbershop 2," although the filmmakers' first
pitch was rejected by the governor's staff.

"I think there was a potential role for me as a Chicago alderman," said Blagojevich, who is the son-in-
law of Ald. Richard Mell (33rd). My staff "thought that was a little too close to home."

Copyright © 2003, Chicago Tribune

Improved archives!

Searching Chicagotribune.com archives back to 1985 is cheaper and easier than ever. New prices
for multiple articles can bring your cost as low as 30 cents an article:
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Public Act 93-0543
SB785 Enrolled LRB0O93 02893 SJM 02909 b
AN ACT in relation to taxation.

Be it enacted by the People of the State of Illinois,
represented in the General Assembly:

Séction 1. Short title. This Act may be cited as the Film

Production Services Tax Credit Act.

Section 5. Purpose. The General Assembly finds that the
Illinois economy is highly vulnerable to other states and
nations that have major financial incentive programs targeted
to the motion picture industry. Because of the incentive
programs of these competitor locations, Illinois must move
aggressively with new business development investment tools
so that TIllinois is more competitive in site location
decision-making for film productions. In an increasingly
global economy, Illinois' long-term development will benefit
from rational, strategic use of State resources in support of
film production development and growth. It is the purpose of
this Act to preserve and expand the existing human
infrastructure for the motion picture industry in 1Illinois.
It shall be the policy of this State to promote and encourage
the training and hiring of Illinois residents who represent
the diversity of the Illinois population through the creation
and implementation of training, education, and recruitment
programs organized in cooperation with Illinois colleges and
universities, labor organizations, and the motion picture
industry. ‘ ’

Section 10. Definitions. As used in this Act:

"Accredited production” means a film, wvideo, or
television -production that has been certified by the
Department in which the aggregate Illinois labor expenditures
included in the cost of the production, in the period that
ends 12 months after the time principal filming or taping of
the production began, exceed $100,000 for productions of 30
minutes or longer, or $50,000 for productions of less than 30
minutes; but does not include a production that:

(1) is news, current events, or public programming,
or a program that includes weather or market reports;
(2) is a talk show;

(3) is 'a production in respect of a game,
questionnaire, or contest;
(4) 1is a sports event or activity;
(5) is a gala presentation or awards show;
(6) 1is a finished production that solicits funds;
(7) is a production produced by a film production
. company if records, as required by 18 U.S.C. 2257, are to
be maintained by that film production company with
respect to any performer portrayed in that single media
or multimedia program; or
(8) 1is a production produced primarily for
industrial, corporate, or institutional purposes.
"Accredited production certificate" means a certificate
issued by the Department certifying that the production is an
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accredited production that meets the guidelines of this Act.

"Applicant” means a taxpayer that is a film production
company that is operating or. has operated an accredited
production located within the State of Illinois and that (1)
owns the copyright in the accredited production throughout
the Illinois production period or (ii) has contracted
directly with the owner of the copyright in the accredited
production or a person acting on behalf of the owner to
provide services for the production, where the owner of the
copyright is not an eligible production corporation.

"Credit" means the amount equal to 25% of the Illinois
labor expenditure approved by the Department. The applicant
is deemed to have paid, on its balance due day for the year,
an amount equal to 25% of its gqualified 1Illinois labor
expenditure for the tax year.

"Department" means  the Department of Commerce and
Community Affairs.

"Director" means the Director of Commerce and Community
Affairs.

"Illinois labor expenditure" means salary or wages paid
to employees of the applicant for services on the accredited
production;

To qualify as an Illinois labor expenditure, the
expenditure must be:

(1) Reasonable in the circumstances.

(2) Included in the federal income tax basis of the
property. .

(3) Incurred by the applicant for services on or
after January 1, 2004.

(4) Incurred for the production stages of the
accredited production, from the final script stage to the
end of the post-production stage.

(5) Limited to the first $25,000 of wages paid or
incurred to each employee of the production.

(6) Exclusive of the salary or wages paid to or
incurred for the 2 highest paid employees of the
production.

(7) Directly attributable to the accredited
production.

(8) Paid in the tax year for which the applicant-is
claiming the credit or no later than 60 days after the
end of the tax year.

(9) Paid to persons resident in Illinois at the
time the payments were made. ‘

(10) Paid for services rendered in Illinois.

Section 15. Powers of the Department. The Department, in
.addition to those powers granted under the Civil
Administrative Code of Illinois, is granted and has all the
powers necessary or convenient to carry out and effectuate
the purposes and provisions of this Act, including, but not
limited to, power and authority to:

(a) Adopt rules deemed necessary and appropriate for the
administration of the tax credit program; establish forms for

applications, notifications, contracts, or any other
agreements; and accept applications at any time during the
year.

(b) Assist applicants pursuant to the provisions of this
Act to promote, foster, and support film production and its
related job creation or retention within the State.

http://www.legis.state.il.us/legislation/publicacts/ﬁ,llltext.asp‘?Name=O93-0543&print=true 09/05/2003
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(c) Gather information and conduct inquiries, in the
manner and by the methods as it deems desirable, including,
without limitation, gathering information with respect to
applicants for the purpose of making any designations or
certifications necessary or desirable or to gather
information to assist the Department with any recommendation
or guidance in the furtherance of the purposes of this Act,
including, but not limited to, information as to whether the
applicant participated in training, education, and
recruitment programs that are organized in cooperation with
Illinois colleges and universities, labor organizations, and
the motion picture industry, and are designed to promote and
encourage the training and hiring of Illinois residents who
represent the diversity of the Illinois population.

(d) Provide for sufficient personnel to permit
administration, staffing, operation, and related support
required ‘to adequately discharge its duties and
responsibilities described in this Act from funds as may be
appropriated by the General Assembly for the administration
of this Act. o

(e) Require applicants, upon written request, to issue

-any necessary authorization to the appropriate federal,
state, or local authority for the release of information
concerning a project being considered under the provisions of
this Act, with the information requested to include, but not
be limited to, financial reports, returns, or records
relating to the applicant or the accredited production.

(f) Require that an applicant must at all times keep
proper books of record and account in accordance with
generally accepted accounting principles consistently
applied, with the books, records, or papers related to the
accredited production in the custody or control of the
taxpayer open for reasonable Department inspection and
audits, and including, without limitation, the making of
copies of the books, records, or papers, and the inspection
or appraisal of any of the assets of the applicant or the
accredited production.

(g) Take whatever actions are necessary or appropriate
to protect the State's interest in the event of bankruptcy,
default, foreclosure, or noncompliance with the terms and
conditions of financial assistance or participation required
under this Act, including the power to sell, dispose, lease,
or rent, upon terms and conditions determined by the Director
to be appropriate, real or personal property that the
Department may receive as a result of these actions.

Section 20. Tax credit awards. Subject to the conditions
set forth in this Act, an applicant is entitled to a credit
of 25% of the Illinois labor expenditure approved by the
Department under Section 40 of this Act.

Section 25. Application for certification of accredited
production. Any applicant proposing a film or television
production located or planned to be located in Illinois may
request an accredited production certificate by formal
application to the Department.

Section 30. Review of application for accredited
production certificate.

(a) In determining whether to issue an accredited
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production  certificate, the Department must determine that a
preponderance of the following conditions exist:

(1) The applicant's production intends to make the
expenditure in the State required for certification.

(2) The applicant's production is economically
sound and will benefit the people of the State of
Illinois by increasing opportunities for employment and
strengthen the economy of Illinois.

(3) The applicant's production application includes
a provision setting forth the percentage of minority
workers that the production company plans to employ,
subject to any applicable collective bargaining
agreements with a labor organization to which the
applicant is a signatory, to perform work on the
production. This provision should stress the importance
of hiring the percentage of minorities that is set out in
the application.

(4) The applicant's production application indicates
whether the applicant intends to participate in training,
education, and recruitment programs that are organized in
cooperation with Illinois colleges and universities,
labor organizations, and the motion picture industry and
are designed to promote and encourage the training and
hiring of Illinois residents who represent the diversity
of the Illinois population.

(5) That, if not for the credit, the applicant’'s
production would not occur in 1Illinois, which may be
demonstrated by any means including, but not limited to,
evidence that the applicant has multi-state or
international location options and could reasonably and
efficiently locate outside of the State, or demonstration
that at 1least one other state or nation is being
considered for the production, or evidence <that the
receipt of the credit is a major factor in the
applicant's decision and that without the credit the
applicant 1likely would not create or retain jobs in
‘Illinois, or demonstration that receiving the credit is
essential to the applicant's decision to create or retain
new jobs in the State.

(6) Awarding the credit will result in an overall
positive impact to the State, as determined by the
Department using the best available data.

(b) If any of the provisions in this Section conflict
with any existing collective bargaining agreements, the terms
and conditions of those collective bargaining agreements
shall control. .

Section 35. 1Issuance of Tax Credit Certificate.

(a) In order to gqualify for a tax credit under this Act,
an applicant must file an application, on forms prescribed by
the Department, providing information necessary to calculate

the tax credit, and any additional information as required by.

the Department.

(b) Upon satisfactory review of the application, the
Department shall issue a Tax Credit Certificate stating the
amount of the tax credit to which the applicant is entitled.

Section 40. Amount and duration of the credit. The amount
of the credit awarded under this Act is based on the amount
of the Illinois labor expenditure approved by the Department

Page 4 of 5
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for the production. The duration of the credit may not exceed
one taxable year.

' Section 45. Evaluation of tax credit- program. The
Department shall evaluate the tax credit program. The
evaluation must include an assessment of the effectiveness of
the program in creating and retaining new jobs in Illinois
and. of the revenue impact of the program, and may include a
review of the practices and experiences of other states or
nations with similar programs. Upon completion of this
evaluation, the Department shall determine the overall
success of the program, and may make a recommendation to

extend, modify, or not extend the program based on this
evaluation. :

Section 50. Program terms and conditions. Any documentary
materials or data made available or received by any agent or
employee of the Department are confidential and are not
public records to the extent that the materials or data
consist of commercial or financial information regarding the
operation of the production of the applicant for or recipient
of any tax credit under this Act.

Section 90. Repeal. This Act is repealed 1 year after its
effective date.

Section 905. The Illinois Income Tax Act is amended by
adding Section.213 as follows:

(35 ILCS 5/213 new)

Sec. 213. Film production services credit. For tax years
beginning on or after January 1, 2004, a taxpayer who has
been awarded a tax credit under the Film Production Services
Tax Credit Act is entitled to a credit against the taxes
imposed under subsections (a) and (b) of Section 201 of this
Act in an amount determined by the Department of Commerce and
Community Affairs under the Film Production Services Tax
Credit Act. If the taxpayer is a partnership or Subchapter S
corporation, the credit is allowed to the partners or
shareholders in accordance with the determination of income
and distributive share of income under Sections 702 and 704
and Subchapter S of the Internal Revenue Code. The
Department, in cooperation with the Department of Commerce
and Community Affairs, must prescribe rules to enforce and
administer the provisions of this Section. This Section is
exempt from the provisions of Section 250 of this Act.

The credit may not be carried forward or back. In no
event shall a credit under this Section reduce the taxpayer's
liability to less than =zero.

Section 999. Effective date. This Act takes effect on
January 1, 2004.

Effective Date: 1/1/2004
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AN AcT ...; relating to: creating an income and franchise tax credit for expenses

related to film production services.

/
’ A
Analysis by the Legislative Reference Bureau WMN

This bill creates an income and franchise tax credit for s ary and wages paid
in this state for film production services. The amount of thefax credit is equal to 25
percent of the salary or wages paid to the taxpayer’s em oyees in the taxable year
for services rendered in this state to produce a film, vi 0, or television production,
as approved by the department of revenue, and paid to mployees who were residents
of this state at the fime that they were paid. The total amount of the credit that may
be claimed by a taxpayer may not exceed an amognt equal to the first $25,000 of
salary or wages paid to each of the taxpayer’s e ployees in the taxable year, not
including the salary or wages paid to the ugkiayer|two highest paid employees in the
taxable year. If the total amount of the credit claimed by a taxpayer exceeds the
taxpayer’s tax liability, the state will not issue a refund, but the taxpayer may carry
forward any remaining credit to subsequent taxable years.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

Qg

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v
SECTION 1. 71.05 (6) (a) 15. of the statutes is amended to read:
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SECTION 1

1 71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),

2 - (2di), (2d)), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (i)_, and (3s) and not passed

3 through by a partnership, limited liability company, or tax—option corporation that

4 has added that amount to the partnership’s, company’s, or tax—option corporation’s
5 income under s. 71.21 (4) or 71.34 (1) (g).

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a, 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109.

6 ~ SECTION 2. 71.07 (3n) of the statutes is created to read:
v
7 71.07 (3n) FILM PRODUCTION SERVICES CREDIT. (a) In this subsection:
1. “Accredited production” means a film, video, or television production, as

8

v : : :
9 approved by the department, for which the aggregate salary and wages included in
0

1 the cost of the production for the period ending 12 months after the month in which
@ the principal filming or taping of the production {em $100,000 for a

12 production that is 30 minutes or longer or $50,000 for a production that is less than

13 30 minutes. “Accredited production” does not include any of the following, regardless

14 of the production costs:

15 a. News, current events, or public programming or a program that includes

16 weather or market reports.

17 b. A talk show.

18 ¢. A production with respect to a game, questionnaire, or contest.

19 d. A sports event or sports activity.

20 ~ e. A gala presentation or awards show.

21 f. A finished production that solicits funds.

22 g. A production for which the production company is required under 18 U.S.C.

23 2257 to maintain_ records with respect to a performer portrayed in a single media or

24 multimedia program.
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SECTION 2

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that is operating or has
operated an accredited production in this state, if the company owns the copyright
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalf.

v
(b) Subject to the limitations provided in this subsection, a claimant may claim
v
as a credit against the tax imposed under s. 71.02 an amount equal to 25 percent of
the salary or wages paid to the claimant’s employees in the taxable year for services

rendered in this state to produce an accredited production and paid to employees who

were residents of this state at the time that they were paid.
v
(c) No amount of the salary or wages paid under par. (b) may be the basis for

a credit under this subsecgon unless the salary or wages are paid for services
rendered after December 31, 2003, and directly incurred for the production stages
of the accredited production, from the final scﬁpﬁ%d of the post—productioxz./
(d) The total amount of the credit that may be claimed by a claimant under pgr.
(b) shall not exceed an amount equal to the first $25,000 of salary or wages paid to
each of the claimant’s employees, as described in par. ‘(b), in the taxable year, not

including the salary or wages paid to the claimant’s 2 highest paid employees, as
o ,

described in par. (b), in the taxable year.

v
(e) No credit may be allowed under this subsection unless the claimant files an

application with the departmgnt, at the time and in the manner prescribed by the

department, and the department approves the application.
v - v
(f) Section 71.28 (4) (e) to (h), as it applies to the credit under s. 71.28 (4), applies

Ve
to the credit under this subsection.

Wi
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(g) Partnerships, limited liability compam'eaand tax—option corporations may
not claim the credit under this subs:e/ction, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability compan)} or tax—option corporation shall bompute the amount of credit that
each of its partners, members )or sharehoiders may claim and shall provide that
information to each of them. Partners, members of limited liability companies/ and
shareholders of tax—option corporations may claim the credit in proportion to their
oWnership interest.

SECTION 3. 71.10 (4) (gx')/of the statutes is created to read:

71.10 (4) (gx) Film production services credit under s. 71.07 (3/n).

SECTION 4. 71.21 (4)/of the statutes is amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), @11 and (3s) and passed through to partners

shall be added to the partnership’s income.
v

History: 1987 a. 312, 411; 1989 a. 31; 1993 a. 112; 1995 a. 27, 400; 1997 a. 27; 2001 a. 16.

SECTION 5. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means
the gross income as computed under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and (5) plus the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), and (3g), and 1?3n1
and not passed through by a partnership, limited liability company, or tax—option
corporation that has added that amount to the partnership’s, limited liability
company’s, or ‘tax—optioh éorporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus

the amount of losses from the sale or other disposition of assets the gain from which

I

A
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SECTION 5

would be wholly exempt income, as defined in sub. (3) (L), if the assets were sold or
otherwise disposed of at a gain and minus deductioné, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount equal to the difference between the federal basis and Wisconsin basis of any
asset sold, exchanged, abandoned, or otherwise disposed of in a taxable transaction

during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

History: 1987 a. 312; 1987 a. 411 ss. 22, 124 to 129; 1989%1 336; 1991 a. 37, 39, 221, 269; 1993 a. 16, 112, 246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428;
1997 a. 27, 37, 184, 237 1999 a. 9, 65; 1999 a. 150 5. 672; 1999 a. 167 194; 2001 a. 16, 38 106 109; 2003 a. 3.

SECTION 6. 71.28 (3n) of the statutes is created to read:

71.28 (3n) FILM PRODUCTION SERVICES CREDIT. (a) In this subsection:

1. “Accredited production” means a film, video, or television production, as
approved by the departm/ent, for which the aggregate salary and wages included in
the cost of the production for the period ending 12 months after the month in which
the principal filming or taping of the production Mm exceeds $100,000 for a
production that is 30 minutes or longer or $50,000 for a production that is less than
30 minutes. “Accredited production” does not include any of the following, regardless
of the production costs:

a. News, current events, or public‘programming or a program that includes
weather or market reports.

b. A talk show.

c. A productibn with respect to a game, questionnaire, or contest.

d. A sports event or sports activity.

e. A gala presentation or awards show.

f. A finished production that solicits funds.
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SECTION 6
g. A production for which the production company is required under 18 U.S.C.
2257 to maintain records with respect to a performer portrayed in a single media or

multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that is operating or has
operated an accredited production in this State, if the company owns the copyright
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalf.

(b) Subject to the limitations provided in this subsectgon, a claimant may claim
as a credit against the tax imposed under s. 7 1.53 an amount equal to 25 percent of
the salary or wages paid to the claimant’s employees in the taxable year for services
rendered in this state to produce an accredited production and paid to employees who
were residents of this state at the time that they were paid.

(c) No amount of the salary or wages paid under par. ‘(1)) may be the basis for
a credit under this subsection unless the salary or wages are paid for services
rendered after December 31, 2003, and directly incurred for the production stages
of the accredited production, from the final script( tmd of the post—productio

(d) The total amount of the credit that may l;e claimed by a claimant under par.
(;) shall not exceed an amount equal to the first $25,000 of salary or wages paid to

v

each of the claimant’s employees, as described in par. (b), in the taxable year, not

including the salary or wages paid to the claimant’s 2 highest paid employees, as
v

described in par. (b), in the taxable year.

.%L
e
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v/
(e) No credit may be allowed under this subsection unless the claimant files an

v
application with the department, at the time and in the manner prescribed by the
department, and the department approves the application.
v v
(f) Subsection (4) (e) to (h), as it applies to the credit under sub. (4), applies to

v
the credit under this subsection.

(g) Partnerships, limited liability compam'es/and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability compan))or tax—option corporation shall compute the amount of credit that
each of its partners, members)or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies,and

/

shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

SECTION 7. 71.30 (S)feop) of the statutes is created to read:

71.30 (3) (eop) Film production services credit under s. 71.28 ‘(/3n).

SECTION 8. 7 1.34'(i)/(g) of the statutes is amended to read:

71.34 (1) (g) An addition shall be made for credits computed by a tax—option
corporation under 8. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (8), and
(3g),.and {311/ ) and passed through to shareholders.

History: 1987 a. 312; 1987 a. 411 ss. 18, 23, 146; 1989 a, 31‘,/336; 1991 a. 39, 269; 1993 a. 16, 437; 1995 a. 27, 380, 428; 1997 a, 27,37, 237; 1999 a. 9, 194; 2001 a. 16,
109; 2003 a. 33. X

SECTION 9. 71.45 (2) (a) 10. of the statutes is amended to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (1dx) and 13;2 and not passed through by a
partnership, limited liability company.or tax—option corporation that has added that

amount to the partnership’s, limited liability company’s or tax—option corporation’s

X

N
>
X



2003 — 2004 Legislature -8- LRB—312(34/P1

SECTION 9

1 income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under
2 s. 71.47 (1), (3), (4) and (5).

History: 1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; 1993 a. 16, 112, 263, 437 1995 a. 27, 56,371, 380; 1997 a. 27, 37, 237; 1999 2. 9, 65; 1999 a. 150 5. 672;

1999 a. 167, 194; 2001 a. 16, 38, 109; 2003 a. 37. s
3 SECTION 10. 71.47 (3n) of the statutes is created to read:
4 71.47 (3n) FILM PRODUCTION SERVICES CREDIT. (a) In this subsection:
5 1. “Accredited production” means a film, video, or television production, as

v
6 approved by the department, for which the aggregate salary and wages included in

7 the cost of the production for the period ending 12 months after the month in which

@ the principal filming or taping of the production hezbn excgzwpds $100,000 for a

9 production that is 30 minutes or longer or $50,000 for a production that is less than
10 30 minutes. “Accredited production” does not include any of the following, regardless
11 of the production costs:

12 a. News, current events, or public programming or a program that includes
13 weather or‘ market reports.

14 b. A talk show.

15 | ¢. A production with respect to a game, questionnaire, or contest.

16 d. A sports event or sports activity.

17 e. A gala presentation or awards show.

18 f. A finished production that solicits funds.

19 g. A production for which the production company is required under 18 U.S.C.
20 2257 to maintain records with respect to a performer portrayed in a single media or
21 multimedia program.

22 h. A production produced primarily for industrial, corporate, or institutional

23 purposes.
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2. “Claimant” means a filrﬁ production company that is operating or has
operated an accredited production in this state, if the company owns the copyright
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalf.

(b) Subject to the limitations provided in this subsectigl, a claimant may claim
as a credit against the tax imposed under s. 7 1.4:‘3/ an amount equal to 25 percent of
the salary or wages paid to the claimant’s employees in the taxable year for services
rendered in this state to produce an accredited production and paid to employees who
were residents of this state at the time that they were paid.

(c) No amount of the salary or wages paid under par. ‘(/b) may be the basis for
a credit under this subsec't{,ionl unless the salary or wages are paid for services
rendered after December 31, 2003, and directly incurred for the production stages
of the accredited production, from the final scrip%to the end of the post—productio%

(d) The total amount of the credit that may be claimed by a claimant under par.
(b.; shall not exceed an amount equal to the first $25,000 of salary or wages paid to
each of the claimant’s employees, as described in par.‘/(b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as
described in par.‘/(b), in the taxable year.

| (e) No credit may be allowed under this subsect?on unless the claimant files an
application with the departl\l/lent, at the time and in the manner prescribed by the
department, and the department approves the application.

v

.
(f) Section 71.28 (4) (e) to (h), as it applies to the credit under s. 71.28 (4), applies

to the credit under this subsection.

(g) Partnerships, limited liability compam'es) and tax—option corporations may

not claim the credit under this subsection, but the eligibility for, and the amount of,

Aoy
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SECTION 10
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members)or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies,and

/

shareholders of tax—option corporations may claim the credit in proportion to their

ownership interest.

v
SECTION 11. 71.49 (1) (eop) of the statutes is created to read:

71.49 (1) (eop) Film production services credit under s. 71.47 (gn).

SECTION 12. 77.92 (4‘)/of the statutes is amended to read:

717.92 (4) “Net business income”, with respect to a partnership, means taxable
income as calculated under section 703 of the Internal Revenue Code; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
dedﬁctible under s. 71.21; plus guaranteed payments to partners under section 707
(c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), and (3g), _(m\)/, and (3s); and plus or minus,
as appropriate, transitional adjustments, depreciation differences, and basis
differences under s. 71.05 (13), (15), (16), (17), and (19); but excluding income, gain,
loss, and deductions from farming. “Net business income”, with respect to a natural
person, estate, or trust, means profit from a trade or business for federal income tax

purposes and includes net income derived as an employee as defined in section 3121

(d) (3) of the Internal Revenue Code.

History: 1989 a. 335; 1991 a. 39, 269; 1993 a. 16, 112, 490; 1995 a. 27, 209; 1997 a. 27, 1999 a. 9; 2001 a. 16,
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SECTION 13
SECTION 13. Initial applicability.
(1) This act first applies to taxable years beginning on January 1, 2004.

(END)



DRAFTER’S NOTE
FROM THE
LEGISLATIVE REFERENCE BUREAU
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Representative Wieckert:

Please review this draft carefully to ensure that it is consistent with your intent. This
bill is modelled on the Illinois film production services tax credit act and, like the
Illinois law, first applies to taxable years beginning on J anuary 1, 2004. Please contact
me if you wish to delay the bill’s effective date or if you have any questions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.state.wi.us
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October 23, 2003

Representative Wieckert:

Please review this draft carefully to ensure that it is consistent with your intent. This
bill is modelled on the Illinois film production services tax credit act and, like the

- Illinois law, first applies to taxable years beginning on J anuary 1, 2004. Please contact
me if you wish to delay the bill’s effective date or if you have any questions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.state.wi.us
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AN ACT to amend 71.05 (6) (a) 15., 71.21 (4), 71.26 (2) (a), 71.34 (1) (g), 71.45 (2)
(a) 10. and 77.92 (4); and to create 71.07 (3n), 71.10 (4) (gx), 71.28 (3n), 71.30
(3) (eop), 71.47 (3n) and 71.49 (1) (eop) of the statutes; relating to: creating an

income and franchise tax credit for expenses related to film production services.

Analysis by the Legislative Reference Bureau

This bill creates an income and franchise tax credit
] i icesh The amount of the tax credit is equal to 25

.~ “pérﬂc”éiifriafﬂfﬁgéalary or wages paid to the taxpayer’s employees in the taxable year

for services rendered in this state to produce a film, video, or television production,
as approved by the Department of Revenue, and paid to employees who were
residents of this state at the time that they were paid. The total amount of the credit
that may be claimed by a taxpayer may not exceed an amount equal to the first
$25,000 of salary or wages paid to each of the taxpayer’s employees in the taxable
year, not including the salary or wages paid to the taxpayer’s two highest paid
employees in the taxable year. If the total amount of the credit claimed by a taxpayer
exceeds the taxpayer’s tax liability, the staté will not issue a refund, but the taxpayer
may carry forward any remaining credit to subsequent taxable years.
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For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (a) 15. of the statutes is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), and (3s) and not passed
through by a partnership, limited liability company, or tax—option corporation that
has added that amount to the partnership’s, company’é, or tax—option corporation’s
income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 2. 71.07 (3n) of the statutes is created to read:

M-_C\—/JCREDIT. (a) In this subsection:

1. “Accredited production” means a film, video, or television production, as

71.07 (3n)

approved by the department, for which the aggregate salary and wages included in
the cost of the production for the period ending 12 months after the month in which
the principal filming or tapihg of the production begins exceeds $100,000 for a
production thgt is 30 minutes or longer or $50,000 for a production that is less than
30 minutes. “Accredited production” does not include any of the following, regardless
of the production costs:

a. News, current events, or public programming or a program that includes
weather or market reports. |

b. A talk show.

c. A production with respect to a game, questionnaire, or contest.

d. A sports event or spérts activity.

e. A gala presentation or awards show.
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SECTION 2

f. A finished production that solicits funds. ;

g. A production for which the production company is required under 18 U.S.C.
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes. |

2. “Claimant” means a film production company that is operating or has
operated an accredited production in this state, if the company owns the copyright
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalf.

(b) Subject to the limitations provided in this subsection, a claimant may claim

as a credit against the tax imposed under s. 71.02 an amount equal to 25 percent of

the salary or wages péid to the claimant’s employees in the taxable year for services

rendered in this state to produce an accredited production and paid to employees who
were residents of this state at the time that they were paid. -

(c) No amount of the salary or wages paid under par. (b) may be the basis for
a credit under this subsection unless the salary or wages are paid for services
rendered after December 31, 2003, and directly ihcurred for the production stages
of the accredited production, from the ﬁnal script stage to the end of the
post—productlon stage.

(d) The total amount of the credit that may be claimed by a claimant under par.
(b) shall not exceed an amount equal to the first $25,000 of salary or wages paid to
each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as

described in par. (b), in the taxable year.
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SECTION 2

(e) No credit may bé allowed under this subsection unless the claimant files an

application with the department, at the time and in the manner prescribed by the

department, and the department approves the application.

(f) Section 71.28 (4) (e) to (h), asit applies to the credit under s. 71.28 (4), applies

 to the credit under this subsection.

(g) Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that

information to each of them. Partners, members of limited liability companies, and

shareholders of tax—option corporations may claim the credit in proportion to theiﬂ%m

J Wﬂ y >
ownership interest. ( WWWM &7 MW Leonowas

SECTION 3. 71.10 (4) (gx) of the statutes is created to I@

71.10 (4) (gx) K eeg/credit under s. 71.07 (3n).

2
A

SECTION 4. 71.21 (4) of the statutes is amended to read:

71.21 (4) Credits computed by a partnership under s. 7 1;07 (2dd), (2de), (2di),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), (3n), and (3s) and passed through to partners
shall be added to the partnership’s income.

SECTION 5. 71.26 (2) (a) of the statutes is amended to read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means
the groés income as computed under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and (5) plus the amount of the credit computed
under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), and (3g), and (3n)
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and not passed through by a partnership, limited liability company, or tax—option
corporation that has added that amount to the partnership’s, limited liability
company’s, or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus
the amount of losses from the sale or other disposition of assets the gain from which
would be wholly exempt income, as defined in sub. (3) (L), if the assets were sold or
otherwise disposed of at a gain and minus ‘deductions, as computed under the
Internal Revenue Code as modified under sub. (3), plus or minus, as appropriate, an
amount- equal to the difference between the federal basis and Wisconsin basis of any
asset sold, exchanged, abandoned, or otherwise disposed of in a taxable transactionb
during the taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 6. 71.28 (3n) of the statutes is created to read:

14
15
16
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71.28 (3n) WCREDIT. (a) In this subsection:

1. “Accredited production” means a film, video, or television production, as
approgred by the department, for which the aggregate salary and wages included in |
the cost of the producﬁon for the period ending 12 months after the month in which
the principal filming or taping of the production begins exceeds $100,000. for a
production that is 30 minutes or longer or $50,000 for a production that is less than
30 minutes. “Accredited production” does not include any of the following, regardless
of the production costs:

a. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

c. A production with respect to a game, questionnaire, or contest.

d. A sports event or sports activity.

e. A gala presentation or awards show. s
SN S - ek
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f. A finished production that solicits funds.

g. A production for which the production company is required under 18 U.S.C.
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that is operating or has
operated an accredited production in this state, if the company owns the copyright
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalf.

(b) Subject to the limitations provided in this subsection, a claimaﬁt may claim
as a credit against the tax imposed under s. 71.23 an amount equal to 25 percent of
the salary or wages paid to the claimant’s employees in the taxable year for services
rendered in this state to produce an accredited production and paid to employees who
were residents of this state at the time that they were paid.

(¢) No amount of the salary or wages paid under par. (b) may be the basis for
a credit under this subsection ﬁnless the salary or wages are paid for services
rendered after December 31, 2003, and directly incurred for the production stages
of the accredited production, from the final script stage to the end of the
post—production stage.

(d) The total amount of the credit that may be claimed by a claimant under par.
(b) shall not exceed an amount equal to the first $25,000 of salary or wages paid to
each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as

described in par. (b), in the taxable year.
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SECTION 6

(e) No credit may be allowed under this subsection unless the claimant files an
application with the department, at the time and in the manner prescribed by the
department, and the department approves the application.

(f) Subsection (4) (e) to (h), as if applies to the credit under sub. (4), applies to
the credit under this subsection.

(g) Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall ﬁrovide that
information to each of them. Partners, members of limited liability companies, and
shareholders of tax—optlon corporatlons may claim the credit in proportion to their

f W ;o dl %, D LSOV
ownership interest. = : Nl Aosc

SECTION 7. 71.30 (3) (eop) of the statutes is created to read:

71.30 (3) (eop) Eikm-production services/credit under s. 71.28 (3n),
4

SECTION 8. 71.34 (1) (g) of the statutes is amended to read:

71.34 (1) (g) An addition shall be made for credits computed by a tax—option
cérporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (3), and
(3g),.and (3n) and passed through to shareholders.

SECTION 9. 71.45 (2) (a) 10. of the statutes is amended to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit
computed under s. 71.47 (1dd) to (1dx) and (3n) and not passed through by a
partnership, limited liability company or tax—option corporation that has added that

amount to the partnership’s, limited liability company’s or tax—option corporation’s
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income under s. 71.21 (4) or 71.34 (1) (g) and the amount of credit computed under

5. 7147 (1), (3), (4) and (5).

SECTION 10. 71.47 (3n) of the statutes is created to read:

71.47 (3n) E@MPR(/)\)B@LGMERWOE@CREDIT. (a) In this subsection:

1. “Accredited production” means a film, video, or television production, as

~ approved by the department, for which the aggregate salary and wages included in

the cost of the production for the period ending 12 months after the month in which
the principal filming or taping of the production begins exceeds $100,000 for a
production that is 30 minutes or longer or $50,000 for a production that is less than
30 minutes. “Accredited production” does not include any of the f'ollovving, regardless
of the production costs:

a.. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

¢. A production with respect to a game, questionnaire, or contest.

d. A sports event or sports activity.

®

A gala presentation or awards show.

f. A finished production that solicits funds.

g A production for which the production company is required under 18 U.S.C.
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional

. purposes.

2. “Claimant” means a film production company that is operating or has

operéted an accredited production in this state, if the company owns the copyright
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SECTION 10
in the accredited production or has contracted directly with the copyright owner or
a person acting on the owner’s behalﬁ

(b) Subject to the limitations provided in this subsection, a claimant may claim
as a credit against the tax imposed under s. 71.43 an amount equal to 25 percent of
the salary or wages paid to the claimant’s employees in the taxable year for services
rendered in this state to produce an accredited production énd paid to employees who
were residents of this state at the time that they were paid.

(¢) No amount of the salary or wages paid under par. (b) may be the basis for
a credit under this ‘subsection unless the salary or wages are paid for services
rendered after December 31, 2003, and directly incﬁrred for the production stages

of the accredited production, from the final script stage to the end of the

" post—production stage.

. (d) The total amount of the credit that méy be claimed by a claimant under par.
(b) shall not exceed an amount equal to the first $25,000 of salary or wages paid to
each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as
described in par. (b), in the taxable year.

(e) No credit may be allowed under this subsection unless the claimant files an
application with the department, at the time and in the manner prescribed by the
department, and the department approves the application.

(f) Section 71.28 (4') (e) to (h), as it applies to the credit under s. 71.28 (4), applies
to the credit under this subsection. |

(g) Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,

the credit are based on their payment of wages and salaries. A partnership, limited
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1 liability company, or tax—option corporation shall compute the amount of credit that
2 each of its partners, merﬁbers, or shareholders may claim and shall provide that
3 information to each of them. Partners, members of limited liability companies, and
4 shareholders of tax—option corporations may claim the credit in proportion to their
5 ownership interest.

6 SECTION 11. 71.49 (1) (eop) of the statutes is created to read:

@ 71.49 (1) (eop) W credit under s. 71.47 (3n).

8 "~ SECTION 12, ‘7 7.92 (4) of the statutes is amended to read: .

9 77.92 (4) “Net business income”, with respect to a partnership, means taxable
10 income as calculated under section 703 of the Internal Revenue Code; plus the items
11 of income and gain under section 702 of the Internal Revenue Code, includihg taxable
12 state and municipal bond interest and excludihg nontaxable interest incorhe or
13 _ dividend income from federal government obligations; minus the items of loss and
14  deduction under section 702 of the Internal Revenue Code, éxcept items that are not
15 . deductible undef s. 71.21; plus guaranteed payments to partners under section 707

16 (c) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
17 (2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), and (3g), (3n), and (3s); and plus or minus,
18 as appropriate, transitional adjustments, depreciation differences, and basis

19 differences under s. 71.05 (13), (15), (16), (17), and (19); but excluding income, gain,

20 loss, and deductions from farming. “Net business income”, with respect to a natural
21 person, estate, or trust, means profit from a trade or business for federal income tax
22 purposes and includes net income derived as an employee as defined in section 3121

23 (d) (3) of the Internal Revenue Code.

24 SECTION 13. Initial applicability.
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(1) This act first applies to taxable years beginning on J anuary 1, 2004.

(END)
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FAX: (608) 264-6948

November 17, 2003

MEMORANDUM
To: Representative Wieckert
From: Joseph T. Kreye, Legislative Attorney, (608) 266-2263

Subject: Technical Memorandum to (un-introduced) (LRB 03-3234/1)

We received the attached technical memorandum relating to your bill. This copy is for your

information and your file. If you wish to discuss this memorandum or the necessity of revising your
bill or preparing an amendment, please contact me.



MEMORANDUM

November 10, 2003

TO: Joseph Kreye
Legislative Reference Bureau
FROM: Dennis Collier

Department of Revenue

SUBJECT: Technical Memorandum on LRB 3234/1 Film Production Services Tax Credit

The Department has the following comments regarding the draft:

The order of computation in sec. 71.10(4)(gx) places the credit after the alternative minimum tax,
which allows the credit to offset minimum tax. However, sec. 71.07(3n)(b) provides that the credit
may be applied only against the tax imposed under sec. 71.02. If the credit is intended to offset the
alternative minimum tax, then sec. 71.07(3n)(b) should provide that a claimant may claim the credit
against the tax imposed under both secs. 71.02 and 71.08. If it is not meant to offset the alternative
minimum tax, then the order of computation should be placed somewhere between sec. 71 .10(4)(b)
and (f) and sec. 71.08(1)(intro.) should not be amended to include sec. 71 .07(3n).

Sections 71.07(3n)(b), 71.28(3n)(b), and 71.47(3n)(b) allow a credit for wages paid to the
claimant's employees for services rendered in this state to produce an accredited production
and paid to employees who were residents of this state at the time they were paid. This
provision can be read to mean that wages qualify if paid to a nonresident who is performing
services in the state to produce an accredited production or wages paid to a Wisconsin
resident whether or not the services relate to producing an accredited production in the
state. This paragraph should be revised to clarify the author's intent.

Sections 71.07(3n)(c), 71.28(3n)(c), and 71.47(3n)(c) provide that the wages subject to credit must
be paid for services directly incurred for the production stages of the film, from the final script stage
to the end of the post-production stage. Some filmmakers begin filming without having a final script.
The script is written as sections of the movie are filmed. The sponsor may wish to substitute "from
the start of filming" for "final script stage."

Sections 71.07(3n)(d), 71.28(3n)(d), and 71.47(3n)(d) state that the credit shall not exceed an
amount "equal to the first $25,000 of salary or wages paid to each of the claimant's employees ...
not including the salary or wages paid to the claimant's 2 highest paid employees ..." The credit is
25% of wages paid to employees who are Wisconsin residents. It is unclear if the credit is intended
to be limited to $25,000 per employee or to 25% of the $25,000 of each employees wages. Also, it
is unclear how the limitation affects the two highest paid employees and if any credit is available if
there are only two employees.



» This proposalfirst applies to taxable years beginning on January 1, 2004. This effective date could
be a problem if the bill were to be enacted late in 2004 after forms are sent to the printer. The
Department recommends that if the bill were enacted after July 31, it would first apply to taxable
years beginning on January 1 after the date of enactment.

The proposed legislation makes no provision for the funding of the costs invoived in
administering the activities required. The Department anticipates one-time costs for
programming, development and start-up of the credit. If the author wishes to provide funding,
appropriation language could be developed and costs allocated in the following manner:

_ Chapter 20 Amount
one-time s. 20.566 (1) (a) $20,600

If you have questions regarding this technical memorandum, please contact Pam Walgren at
266-7817.
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To: senator D Representative v w w&" * (The Dratt's Requaster)

Per your request: ... the attached fiscal estimate was
prepared for your unintroduced 2003 draft.

LRB Number: LRB _ " 3; é"‘
Version: “l ‘ 7
Fiscal Estimate Prepared By: (agency abbr.) m&

If you have questions about the enclosed fiscal estimate, you may contact the state agency
representative that prepared the fiscal estimate. If you disagree with the enclosed fiscal esti-

mate, please contact the LRB drafter of your proposal to discuss your optlons under the fis-
cal estimate procedure.

Entered In Computer And Copy Sent To Requester Via E-Mail: “ / l I /2003
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To: LRB - Legal Section PA’s

Subject: Fiscal Estimate Received For An Unintroduced Draft

> If redrafted. ... please insert this cover sheet and attached early fiscal estimate into the drafting file ... after the draft’s
old version (the version that this fiscal estimate was based on), and before the markup of the draft on the updated version.

> If introduced ... and the version of the attached fiscal estimate is for a previous version ... Dplease insert this
cover sheet and attached early fiscal estimate into the drafting file ... after the draft’s old version (the version that this fiscal

.. estimate was based on), and before the markup of the draft on the updated version. Have Mike (or Lynn) get the ball rolling
on getting a fiscal estimate prepared for the introduced version.

> If introduced ... and the version of the attached fiscal estimate is for the current version ... please write
the draft’s introduction number below and give to Mike (or Lynn) to process.

THIS DRAFT WAS INTRODUCED AS: 2003 ﬁ B q lp
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